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The funds sent back to Mexico by expatriates has continued to increase despite the reduced
employment levels in the US service sectors resulting from the US economic slowdown and the
Sept. 11 attacks in New York and Washington. In a report published in late May, the Banco de
Mexico (central bank) said remittances in January-April were running about 6.7% higher than
during the same four-month period in 2001. The central bank did not offer statistics on total
remittances through April. But in an earlier report, the bank said remittances for January-March
reached US$2.17 billion, the equivalent of 88% of Mexico's earnings from exports of crude oil for the
first quarter of the year.
Furthermore, the remittances helped keep Mexico's balance of payments deficit for the first
quarter at US$3.9 billion, compared with US$4.7 billion in January-March, the central bank said.
Remittances have been increasing steadily in the last two years, even with reduced employment
in the service-oriented sectors that employ immigrants such as restaurants and hotels. The central
bank said remittances approached US$8.9 billion in 2001, despite concerns that the Sept. 11 attacks
and the US economic slowdown would reduce the amount of money sent back by expatriates in the
US (see SourceMex, 2001-10-24).

Remittances surpass tourism earnings
Last year's remittances surpassed earnings from tourism, which reached US$8.3 billion and
amounted to almost three- fourths the US$12.8 billion in earnings from petroleum exports in 2001,
said the Banco del Ahorro Nacional y Servicios Financieros (BANSEFI). BANSEFI, created earlier
this year to support informal savings cooperatives and credit unions, is seeking to attract up to 8% of
the remittances sent back by expatriates (see SourceMex, 2002-02-13).
The total remittances sent to Mexico would be even higher, but excessive commissions charged by
banks and other wire-transfer outlets have limited the money sent by expatriates. This led Mexican
and US officials to launch a campaign in late May to reduce commission charges by about 50%.
The campaign will seek to expand the number of institutions allowed to transfer money between
the US and Mexico and create mechanisms for easier transfer of funds. "It is very significant for us
that people who work hard, often for minimum wage, have to pay very, very high commissions. I
think that is unfair," said US Treasurer Marin at a joint press conference in Mexico City with Juan
Hernandez, Mexico's top official for immigrant affairs. Hernandez said the cost of commissions,
though still high, is beginning to come down because the number of wire- transfer companies has
increased to 140.
Still, Hernandez and Marin noted that these companies obtain US$2 billion in earnings from wire
transfers, which they said is too high. The Banco de Mexico said 27.7 million transfers were reported
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in 2001, with Mexicans sending an average of US$321 per transaction. While the vast majority of
transactions involved wire transfers, there were also a large number of money orders and personal
checks.
A Banco de Mexico survey said the state receiving the largest percentage of remittances was
Michoacan, followed by Guanajuato and Jalisco. The three states together received almost 28% of all
remittances in 2001. Ironically, these states are among those whose share of remittances decreased
between 1995 and 2001, the bank said. Conversely, the share of remittances has increased for a
handful of southern and central states during the period, including Veracruz, Chiapas, Hidalgo, and
Mexico state, the survey indicated.

Wealthy Mexicans expanding deposits in US banks
While working-class Mexicans in the US are sending funds home, many wealthier Mexicans are
sending their money out of the country to US banks. In a report published in early May, the US
Federal Reserve Bank said Mexicans had deposited US$41.2 billion in US banks, the highest level in
more than three years.
Deposits by Mexicans in US banks almost equal Mexico's international reserves, which were US
$41.223 billion as of the end of May. Moreover, the US Federal Reserve said deposits by Mexicans
in US banks has increased steadily in the last three years, growing from only US$26.1 billion in
1998 to the current level of US$41.2 billion. The increase in transfers of capital to the US and other
countries has prompted the Banco de Mexico to consider creating a special register to track all funds
sent overseas. The lack of solid data, said the bank, hampers the ability of Mexican authorities to
determine the true extent of capital flight.
Unofficial data compiled by the bank indicates that US$5.5 billion left Mexico in the second and
third quarters of the year. About US$3.7 billion of this was used by Mexican businesses to acquire
interests in the US and other countries. A total of 46 Mexican consortia have expanded overseas
since 1999, creating 182 subsidiaries, said a recent report from the Comision Nacional Bancaria
y de Valores (CNBV). In contrast, only three Mexican companies could consider themselves
multinationals before 1999.
The most prominent Mexican companies that have expanded overseas in recent years are cement
giant CEMEX, baking company Grupo Bimbo, telecommunications firm TELMEX, and glass
manufacturer Grupo Vitro. Capital flight has improved profit-making opportunities for these
companies but has reduced the money available to the Mexican banking sector to provide loans,
some analysts said. As of early this year, Mexican banks only held about US$20.7 billion in deposits,
half the amount of Mexican funds in US institutions.
Some legislators are urging Mexican depositors to return the funds to Mexico to help boost the
economy. "These resources are more than three times what the government would obtain from the
tax reforms approved this year," said Deputy Marti Batres Guadarrama, legislative coordinator for
the center-left Partido de la Revolucion Democratica (PRD) in the lower house.
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A handful of Mexican business leaders, including Claudio X. Gonzalez of the Consejo Coordinador
Empresarial (CCE), have defended the right of Mexican individuals and businesses to deposit funds
overseas, where they are deemed to be safer. This stance has come under criticism in Congress.
Batres said these same business leaders who pledged political support for President Vicente Fox
during the campaign are failing to back their support with their funds. "There could be no greater
support for the country and for the Mexican government than returning these funds," said Batres.
(Sources: CNI en Linea, 05/06/02; The News, 05/09/02; Associated Press, 05/27/02; Reforma, 05/27/02,
05/28/02; La Jornada, 05/03/02, 05/07/02, 05/28/02, 05/29/02; El Universal, 04/30/02, 05/28- 30/02;
La Cronica de Hoy, 05/20/02, 05/28/02, 05/30/02; Milenio Diario, 05/29/02, 05/30/02; Novedades,
05/28/02, 06/05/02)
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